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By providing various important business in the capital market, Investment Banks 
play an important role in the development of one country's or even the world’s 
economic. Because of the high-risk characteristics of the banking industry, especially 
in case of financial crisis, several major Investment Banks have been in trouble due to 
careless risk management and other reasons. Since a sound risk management 
mechanism is vital for Investment Banks, the research on risk management of China’s 
Investment Banks, therefore, becomes an important and urgent task at present. 
Choosing the first collapsed Investment Bank in the sub-prime crisis, namely Bear 
Stearns, and using the Enterprise Risk Management Integrated Framework as the tool 
of analysis, this paper examines the crisis of Bear Stearns, and finds that although the 
direct cause of Bear Stearns’s collapse is liquidity dry-up, the fundamental reason lies 
in the failure of internal risk management. Based on the detailed case studies of Bear 
Stearns, and combining with the existing problems of risk management of China's 
Investment Banks, this paper provides suggestions for improvement from the views of 
the eight elements of ERM. 
This paper mainly includes five parts. The first part is an introduction, describing 
the research background ,the current research and the main structure of the paper. The 
second part briefly reviews the history of the evolution of internal controls and 
introduces the theory related to Enterprise Risk Management Integrated Framework. 
The third part analyses in depth the failure of Bear Stearns’ risk management from the 
views of the elements of ERM. The fourth part describes the current situation of the 
risk management of China's Investment Banks at the system level and at the 
company-wide level, and then summarizes the existing problems of risk management 
of China's Investment Banks. The fifth part, combining the analysis on the case of 
Bear Stearns with the existing problems of risk management of China’s Investment 
Banks, provides suggestions for improvement at the system level and at the 
company-wide level, respectively. 
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